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ABSTRACT 

"Credit with Education" is a way to provide self-financing 
microfinance (or small-scale banking) to women, primarily in very poor rural 
areas, while at the same time providing education for business and family 
survival. Within the village banking environment, attempts to integrate 
education with village bank meetings have fallen into two types: (1) the 

field staff provides the education and financial services at the same village 
bank meetings; or (2) two or more specialists provide the banking and 
education services separately. When combined costs for both services are 
considered, the first type, a lower cost model, is most likely to be fully 
sustainable with program-generated revenues. The "Credit with Education" 
model was inspired originally by the Grameen Bank in Bangladesh, which 
combines a distinctive form of village banking with a simple change-promotion 
agenda. By the end of June 2000, implementing * partners in 12 countries were 
offering "Credit with Education" to nearly 190,000 women, who had an average 
loan size of $73. Several other non-governmental organizations have 
independently developed distinctive versions of "Credit with Education." (BT) 



Reproductions supplied by EDRS are the best that can be made 
from the original document. 
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Credit with Education is a way tto provide self-fooainiciinig nmicroifoiniaimce (or 
small-scale bankiimg) to women, primarily in very poor, rural areas, while at 
the same time provide education for business and family survival. Within 
the village banking movement, attempts to integrate education with village 
bank meetings have fallen onto two types. In one, the field staff provides 
both the education and financial services at the same village bank meetings. 
In the other type, two or more specialists provide the banking and education 
services separately. The first type is discussed here and represents the 
tightest integration of activities. When combined costs for both services are 
considered, the first type (lower cost model) is most likely to be fully 
sustainable with program-generated revenues. 









The Credit with Education model discussed here was inspired originally by 
the Grameen IBank in (Bangladesh, which combines a distinctive form of 
village banking with a simple change-promotion agenda. The first Credit with 
Education programs were started by Freedom from Hunger * in 1989. (By 
the end of June 2000, implementing partners in 12 countries were offering 
Credit with Education to nearly 1 90,000 women, who had an average loan size 
of just $73. Several other INIGOs have independently developed distinctive 
versions of Credit with Education, 
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Credit with Education was designed with 
the following assumptions in mind: 

• Access to financial services offers a 
potentially sustainable means to 
reduce poverty. 

• Income increases that will have the 
greatest impact on food security and 
nutrition are those earned by poor 
households, controlled by women and 
earned in steady and regular amounts. 

• Income in itself is unlikely to have a 
great impact on malnutrition of 
women and young children unless the 
women also adopt key maternal and 
child health and nutrition behaviors. 

How It Works 

In a Credit with Education program, 
women form self-managed Credit 
Associations (village banks) to jointly 
guarantee each other’s loans and to 
accumulate savings. Members usually 
meet weekly, at least during the first 
year, to repay the principal and interest, 
deposit savings and take part in learning 
sessions led by the field agent. 

The learning sessions add no more than 
30 minutes to a regular village bank 
meeting and stress solutions that the 
women themselves can adopt, afford and 
manage. Where outside MCHN services 
of good quality are available-such as 
well baby care, immunizations and 
diarrhea management- Credit with 
Education programs encourage their 
clients to use them. Recent Credit with 
Education programs have provided 
education to improve the basic business 
skills of member women. 



The frequency (initially weekly) and long 
time frame (16 weeks in a loan cycle 
with multiple loan cycles over several 
years) for learning opportunities make it 
possible to explore topics in a series of 
meetings. First, awareness is created 
concerning the problem. Second, new 
attitudes and behaviors are introduced 
for dealing with the problem. Finally, 
new behaviors are adapted and help is 
provided to reinforce the behavior change. 

The principal costs of Credit with 
Education are programs offering a 
microfinance service. It is estimated that 
the cost of the added education is no 
more than twenty percent above what 
village banking alone would cost. While 
some object to the extra cost burden of 
education on the grounds that it may 
lessen the prospects for being financially 
self-sustaiiiing, this argument overvalues 
the extra cost and undervalues the extra 
impact of the education. 

Impacts of Credit with Education 

Well-designed and well-run Credit with 
Education programs have resulted in 
women increasing their assets, 
accumulating savings and building their 
self-confidence. The education 
component in Credit with Education, 
however, can also help improve health 
and nutrition practices as well as food 
security, thereby increasing the 
economic benefits of microfinance 
programming. The credit and education 
components reinforce each other by 
addressing the informational as well as 
the economic obstacles to better health 
and nutrition. 



Results from Ghana and Bolivia 



Freedom from Hunger has done 
considerable research to verify that Credit 
with Education is having the intended 
impacts. The research focuses on 
program success in providing participants 
the expected intermediate benefits in 
three areas: improved economic capacity, 
empowerment and adoption of key child 
survival health and nutrition practices 
that lead to measurable change in food 
security and nutritional status. The 
research reviewed and summarized 
results from a variety of evaluations, with 
the most conclusive results coming from 
studies conducted in Ghana and Bolivia. 

Building Economic Capacity 

Despite the challenge researchers have 
faced in quantifying changes in income 
for households involved in any type of 
microfinance program, data that have 
been gathered show increasing levels of 
financial security. Access to financial 
services makes possible regular earnings 
throughout the year, asset accumulation 
and “smoothing” of income to avoid cash 
fluctuations due to seasonal employment. 
One should expect these impacts on 
women’s economic capacity in any well- 
designed and well-implemented micro- 
finance program, whether or not it offers 
extra education. In fact, impact studies 
for microfinance-only programs have 
shown financial results similar to those 
found in studies for integrated Credit 
with Education programs. The addition 
of health and nutrition education does 
not appear to keep village banking from 
producing the significant impacts sought 
in microfinance programming. 



The additioim of health aodl mytritiom 
educatoomi does root appear to keep 
village bankiimg from prodycirog the 
significarot impacts soyght iro 
microfiimance progranromiimg. 



Empowering Women 

Research showed that the Ghana program 
positively affected both women’s 
participation in the community and their 
ability to help family and friends. 
Participants were more likely to have 
contributed money to non-kin funerals, 
which is important to a person’s social 
status and to the reputation of one’s 
family; offered health and nutrition or 
business advice to others; and helped a 
friend with work. In Bolivia, participants 
were more likely to have run for or held 
community-level elected positions, given 
advice to others about good health and 
nutrition practices and about good 
strategies for income-generating activities 
and spoken up at community meetings. 

Improving Health and Nutrition Practices 

The Ghana study found evidence that 
health and nutrition behavior change 
promotion can be mutually reinforcing 
when coordinated and focused on the 
same population. It also provided strong 
evidence that increased health and 
nutrition knowledge results in improved 
feeding practices and ultimately 
improves household food security and 
children’s nutrition. 
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In the Bolivia research, participants also 
reported learning about good health and 
nutrition practices from the Credit with 
Education ^vogvdim. However, the 
variety and degree of improvement in 
clients^ health and nutrition knowledge 
and reported behavior change was less 
dramatic in Bolivia than in Ghana. 

There was an important difference 
between the respective programs. In 
contrast to the Ghana program, the 
Bolivia program showed a weaker 
commitment to its education component, 
and its field agents had a higher turnover 
rate and were inconsistently supervised. 
Not surprisingly, the quality and quantity 
of education that the Bolivian women 
received from the Credit with Education 
field agents suffered. 

Role of Education 

The research in Bolivia verified one of 
the central assumptions underlying the 
design of Credit with Education. That is, 
in order to create a marked improvement 
in child nutrition, income increases, 
consumption “smoothing'' and even 
empowerment are not enough. 

Programs must provide quality education 
if caregivers' health and nutrition 
behaviors are to change. 



... Dim order tto create a nmarked 
D imp rove rinie out iim child nytritioim, 
DDDCOinme iimcreases, coDisynmptDOim 
“sinnoothDimg*’ and even 
eimipowerinnient are not enoygh. 
Prograinnis myst provide good 
quality education if caregivers’ 
health and nutrition behaviors 
are to change. 



The work in Ghana and Bolivia, plus the 
additional studies of the impact of health 
and nutrition education, demonstrate 
that Credit with Education can be 
effective in bringing about positive 
changes in health and nutrition 
knowledge, practices and outcomes. In 
Ghana, these positive changes included 
the following: 

• giving newborns colostrum; 

• enriching a traditional 
complementary food; 

• rehydrating children who have 
diarrhea; and 

• adopting practices that prevent 
diarrhea. 

One could expect such impacts on 
mothers' knowledge and practices and 
on outcomes in any well-designed and 
well-implemented health and nutrition 
education program, whether or not it is 
combined with a microfinance service 
delivery system. In fact, impact studies 
for stand alone health and nutrition 
education programs show results similar 
to those found in the impact studies for 
Credit with Education programs. 
Therefore, it seems the education in 
Credit with Education can be as effective 
in stimulating health and nutrition 
behavior change as the education in 
typical maternal child health and 
nutrition (MCHN) programs supported 
by Tide II. 



... Dimpact stydies for stand alone 
health and nutrotoon edycation 
progranms show resylts sonmilar 
to those foynd in the innipact 
studies for Credit with Education 
programs. 
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I MCHN Activities 



Delivery of village banking and health and nutrition education can also reinforce the impact of other 
typical Title II interventions, especially Maternal and Child Health and Nutrition (MCHN) activities, 
when the programs are coordinated for the benefit of the same population. MCHN usually offers both 
health and nutrition education and health care services targeted to mothers of young children. 
Education at the village bank meetings can reinforce MCHN education by delivering the same 
information and promoting the same practices, including use of MCHN services. 

Village banking is likely to serve some of the mothers of young children targeted by an MCHN 
program as well as others in the community, such as mothers of older children, mothers-in-law, aunts, 
and grandmothers. These older women are able to provide peer counseling and to influence mothers 
of young children, whether or not the mothers are participating in the village banking or in the MCHN 
program. Educating these older women can be as important as directly educating the mothers of the 
young children. 



Opportunities and Outreach 

Integration with village banking 

enhances the power of adult education. 

The meetings are good forums for adult 

education for several reasons. 

• They provide an opportunity for 
regular face-to-face contact. 

• The close-knit structure and joint 
guarantee mechanism foster a 
supportive atmosphere of collective 
self-interest. 

• Women’s successful management of 
loans tends to build confidence and 
encourage the adoption of healthy 
new behaviors. 



Another issue is whether this sustainable, 
integrated delivery system can reach the 
larg^ numbers of the people, families, 
households and communities most 
vulnerable to food insecurity and 
malnutrition, as opposed to the possibly 
less economically risky, less poor or 
vulnerable households. Research and 
studies show that microfinance 
institutions seeking to reach out to 
substantial numbers of the very food- 
insecure poor can do so and still remain 
viable business operations. Credit with 
Education offers such institutions a way 
not only to reach and involve the food 
insecure poor in greater economic 
activities but also to offer them a broader 
range of benefits to enhance food and 
nutrition security for all family members. 
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Incorporating Credit with Education 
into Title II programs 

Title II programs are committed to 
increasing food security for vulnerable 
households and individuals, fostering 
greater self reliance and promoting 
sustainable improvements in the lives of 
the poor. Credit with Education, as a 
stand-alone program, seems capable of 
cost effectively generating certain 
impacts that contribute to the food 
security goals of Title II. By itself, this 
strategy seems worthy of Title II support 
through monetized food aid. Even 
greater impact will be achieved, however, 
when Credit with Education is offered 
with more familiar MCHN services to 
improve and support food security in a 
population. When this happens. Credit 
with Education can be expected to 
enhance a multisectoral Title II program 
effort in the following ways: 

• Increases in income and savings lead 
to income smoothing for food- 
insecure households. 

• MCHN education and an informed 
use of MCHN services are 
supplemented and reinforced. 



• The outreach of MCHN education 
efforts are expanded to include older 
women who would not normally 
choose or be allowed to participate in 
standard MCHN programming. The 
audience is further broadened with 
the inclusion of older women who 
encourage younger women to adopt 
recommended practices and to use 
locally available services. 

Obstacles 

Microfinance is attractive in part because 
of its potential to become financially 
sustainable. There are obstacles, however, 
to introducing Credit with Education into 
the mix of Title II programs. Funding is 
one potential obstacle. The up front costs 
of investing in a loan portfolio, because 
of the need for a large pool of credit 
funds, can be much higher than program 
start-up costs in other sectors. Therefore, 
introducing Credit with Education into a 
mix of Title II programming may heighten 
competition for funds among sectors 
during program start-up. This is 
particularly true if relatively higher up 
front costs for microfinance make less 
money available for other programs. In 
other words, wide introduction of Credit 
with Education may require a decision to 
forego other valuable program initiatives 
during the start-up period. 



I Title II and USAID Food Security 

The United States Government’s most direct and sustained response to food insecurity and 
malnutrition has been Public Law 480. Title II of that law is committed to increasing food security for 
vulnerable households and individuals, fostering greater self-reliance and promoting sustainable 
improvements in the lives of the poor. The US Agency for International Development (USAID) 
recognizes three dimensions of food security: 

• Avoilobility of enough good-quality food from domestic production or imports. 

• Access by households and individuals to enough resources to acquire nutritious foods. 

• Utilizotion of food through adequate diet, water, sanitation, and health care. 

Title II provides food to private voluntary organizations, cooperatives and intergovernmental 
organizations for direct feeding and/or sale to obtain local currency to support program logistics and 
development activities. 
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A second issue is integrating very 
different social service and business 
perspectives. Microfinance has a strong 
business side and clear expectations for 
loan repayment. If microfinance is to 
reach its potential, there must be a 
disciplined application of sanctions 
against non-repayment. 

By contrast, for most social service 
providers, financial sustainability with 
revenues gained from the beneficiaries 
themselves is often not a priority. 

Linking Credit with Education, with its 
clear need for clients’ financial 
discipline, with more familiar Title 11 
services raises the potential for a clash 
of viewpoints among the different service 
managers. If this potential is 
underestimated or not anticipated, the 
opportunities for coordination of services 
and reinforcement of outcomes and 
impacts can be lost. 

The social service component of Credit 
with Education has been the health and 
nutrition education delivered by the 
same field agent who delivers the 
financial service. This integration makes 
training and supervision particularly 
important. One management structure 
must balance both the business and 
social-service sides of the program. Even 
so, this integration does not guarantee 
long-term balance of institutional and 
developmental interests. It is easier and 
cheaper to measure progress toward 
financial sustainability than to track 
progress toward developmental impacts 
on people. Often, what is easier to 
measure and track becomes more 
important to managers. There is a 
tendency to stress financial objectives at 
the expense of social objectives. 







Freedom from Hunger maintains that the 
success of Credit with Education as a 
programming option for Title II funding 
depends on incorporation of food 
security and other impact indicators into 
the Credit with Education management 
information system. With such tools. 
Credit for Education managers will be 
better able and more likely to reach food 
security objectives. 

Opportunities 

With interest income from credit 
operations, village banking can potentially 
fund a number of extra activities at the 
regular group meetings. While there are 
many crucial services and education 
topics that could contribute to improving 
food and nutrition, revenues from this 
high-volume, low-margin credit business 
can support only a very few activities. 
Freedom from Hunger has concluded that 
only activities that can be managed by the 
regular field agents at the regular village 
bank meeting can be financially sustained. 

The advantage of linking Credit with 
Education services to more traditional 
social service organizations is that more 
services can be provided to the village 
bank members. Not all the costs 
associated with extra activities have to be 
sustained by the credit operations and 
the costs to the other organizations can 
be lessened. For example, a healthcare 
professional or a literacy trainer can 
attend the same meetings as the Credit 
with Education field agent and provide 
specialized education and services in 
coordination with the field agent’s work 
plan. It is also more time-efficient for the 
women to attend only one meeting. 

There are experiments with this kind of 
coordinated health education/service 
delivery underway in Bolivia and 
Guatemala. Adding Credit with Education 
into the mix of Title II maternal and 
child health and nutrition activities offers 
opportunities for carefully managed 
creative experimentation, and for 
learning from successes and failures. 
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Recommendations 

Based on their experience, Freedom from 
Hunger recommends that Credit with 
Education programs have a clear 
institutional identity and specialized 
management separate from other services 
that do not recover operating costs from 
the clients. Field staff should be recruited 
and trained for the specific purpose of 
integrating a microfinance program with 
education as well as managing the 
program as a business. Credit with 
Education programs can effectively 
reinforce Title II health and nutrition 
education services while operating on 
the principles of cost recovery. 

Credit with Education can be introduced 
successfully into a traditional Title II 
program with special attention to the 
following: 

• selecting appropriate implementing 
agencies; 

• balancing the business objectives of a 
financial services organization with 
social service delivery; 

• designing programs with efficient 
staffing plans, training, management 
and coordination; 

• accessing external technical support, 
at least in the early stages; and 

• complementing Title II funding with 
private donor funds and accumulated 
savings of local citizens. 



Conclusion 

Credit with Education has been proven 
to be a popular and sustainable add-on 
to village banking that has the power to 
change women’s lives. Integrating health 
and nutrition education with 
microfinance is an effective way to build 
self-reliance among the women involved 
in the programs. Credit with Education 
programs improve the health and 
nutrition of infants and children as well 
as household food security. Through 
these programs, thousands of poor 
village women are active agents of 
change in bettering their families’ lives. 

This Technical Note is based on a paper 
written by Christopher Dunford and Vicki 
Denman and published by the FANTA project, 
Credit with Education: A Promising Title II 
Microfinance Strategy. 

The paper is available on FANTA’s website at: 
www.fantaproject.org. 

For more information on Credit with 
Education contact: 

Freedom from Hunger, 

1644 DaVinci Court, 

Davis, CA 956 1 6 or www.freefromhunger.org 







Food and Nutrition 
Technical Assistance Project 
Academy for Educational 
Development 

1825 Connecticut Ave, NW, 
Washington D.C. 20009-5721 
Tel: 202-884-8000 
Fax: 202-884-8432 
E-mail: fanta@aed.org 
http://www.fantaproject.org 



This publication was made 
possible through the support 
provided to the Food and 
Nutrition Technical 
Assistance (FANTA) Project 
by the Office of Health and 
Nutrition of the Bureau for 
Global Programs Field 
Support and Research at the 
US Agency for International 
Development, under terms 
of Cooperative Agreement 
No. HRN-A-00-98-00046-00 
awarded to the Academy for 
Educational Development 
(AED).The opinions 
expressed herein are those 
of the author(s) and do not 
necessarily reflect the views 
of the US Agency for 
International Development 

Recommended citation: 

Reid. Helen. Credit with 
Education and Title II 
Programs. Food and Nutrition 
Technical Assistance Project, 
Academy for Educational 
Development, Washington, 
DC. 20009. 



best copy avaiuble 

o 

ERIC 




U.S. Department of Education 

Office of Educational Research and Improvement (OERI) 
National Library of Education (NLE) 

Educational Resources Information Center (ERIC) 

REPRODUCTION RELEASE 

(Specific Document) 






p 


Author(s): 






Publication Date: 



In order to disseminate as widely as possible timely and significant materials of interest to the educational community, documents 
announced in the monthly abstract journal of the ERIC system. Resources in Education (RIE). are usually made available to users in microfiche, 
reproduced paper copy, and electronic media, and sold through the ERIC Document Reproduction Service (EDRS). Credit is given to the source 
of each document, and. if reproduction release is granted, one of the following rwiices is affixed to the document. 



If permission is granted to reproduce and disseminate the identified document, please CHECK ONE of the followir>g three options and sign 
at the bottom of the page. 



The sample sticker shown below \mII be 
affixed to all Level 1 documents 



The sample sticker shovwi betow win be 
affixed to all Level 2A oocumpnts 



The sample sticker shown below will be 
affixed to all Level 2B documents 



PERMISSION TO REPRODUCE AND 
DISSEMINATE THIS MATERIAL HAS 
BEEN GRANTED BY 




PERMISSION TO REPRODUCE AND 
Disseminate this materiai. in 
MICROFICHE. AND IN ELECTRONIC MEDIA 
FOR ERIC COLLECTION SUBSCRIBERS ONLY. 
HAS BEEN GRANTED BY 




PERMISSION TO REPRODUCE AND 
Disseminate this material in 

MICROFICHE ONLY HAS BEEN GRANTED BY 












c$S^Sl 






C^r 






TO THE EDUCATIONAL RESOURCES 
INFORMATION CENTER (ERiC) 




TO THE educational RESOURCES 
INFORMATION CENTER (ERiCi 




TO the educational RESOURCES 
INFORMATION CENTER (ERiC) 


1 




2A 




2B 



— 1 


Level 2A 

□ 


Level 2B 

□ 


Check here tor Level 1 release, permtting 
reproduction and dissemnanon *n mcrofiche or 
other ERiC archival media (e.g.. e«ectror^) and 
paper copy. 


Crteck here for Level 2A release, permttmg reproduction 
and dissenvnation m mcrofiche ana m etectrtmc media lor 
ERiC archival ooiieaion subacnoers orvy 


Check rtere tor Level 2B release, perrritting reproduction 
and disseminatjon in microfiche only 



Oocumants imII be processed as indicated provided reproduction Quality permts. 

If permsaion to reproduce •$ granted, but no box is cx^eoied. documents wiit tM processed at Level 1 . 



/ hereby grant to the Educational Resources Information Center (ERIC) nonexdustve permission to reproduce and cf/ssem/nafe this document 
as indicated above. Reproduction from the ERIC microfiche or electronic media by persons other than ERIC employees and its system 
contractors requires permission from the copyright holder. Exception is made for non-profit reproduction by libraries and other service agencies 
to satis^ information needs of educators in response to discrete inquiries. 



Cow V*-- W* 



Sigrtatu] 






Pnnied NamerPosition/Titie 






Organi: 






/vu/ 



jDC 



??Y 












Date: _ , _ 

^/ 02 > 



O 

ERIC 



■S'TZl 






III. DOCUMENT AVAILABILITY INFORMATION (FROM NON-ERIC SOURCE): 



If permission to reproduce is not granted to ERIC. or. if you wish ERIC to cite the availability of the document from another source, 
please provide the following information regarding the availability of the document. (ERIC will not announce a document unless it is 
publicly available, and a dependable source can be specified. Contributors should also be aware that ERIC selection criteria are 
significantly more stringent for documents that cannot be made available through EDRS.) 



Publisher/Distributor: 


1-CcLxk.kL>J 


Address. j 


a: 


76. 


Hvo '■ 1 

. 't)/-. Sl7.t 


Price: \ 


h ( 




) 

t 



IV. REFERRAL OF ERIC TO COPYRIGHT/REPRODUCTION RIGHTS HOLDER: 



If the right to grant this reproduction release is held by someone other than the addressee, please provide the appropriate name and 
address: 



Name: 




Address: 




V. WHERE TO SEND THIS FORM: 


Send this form to the following ERIC Clearinghouse: 


eric/chess 

2805 E. Tenth Street. #1 20 

Bloomington, IN 47408 



However, if solicited by the ERIC Facility, or if making an unsolicited contribution to ERIC, return this form (and the document being 
contributed) to: 



ERIC Processing and Reference Facility 
4483-A Forbes Boulevard 
Lanham, Maryland 20706 



Telephone: 
Toll Free: 
FAX: 
e-mail: 
WWW: 



301-552-4200 

800-799-3742 

301-552-4700 

ericfac(^inet.ed.gov 

http://encfacility.org 



EFF-088(Rev. 2/2001) 



